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PREFACE 


The  1^7  4  Act  crecihing  the  State  Cormniss.ion  on  Local  Governmenl 
provides:   "The  Coinraission  shall  make  a  detailcKl  and  thorough 
study  of  local  government  structure,  powers,  services,  finance 
and  state-local  relations.   The  Commission  shall  prepare  a 
revised  code  of  local  government  lav;  based  on  its  studies  and 
may  make  other  recommendations  for  the  improvement  of  local 
governmeint.  " 

To  ensure  a  thorough  study  of  local  government  finances  the 
Commission  has  directed  the  Staff  to  conduct  a  study  of  local 
government  finances,  to  prepare  a  revised  code  of  laws  regu- 
lating local  government  finance  and  finance  administration 
that  will  be  consistent  with  accepted  and  prudent  principles 
of  governmental  accounting  and  to  recommend  supplemental  sources 
of  revenue  for  local  governments. 

In  the  course  of  this  study,  the  Staff  will  be  issuing  reports 
dealing  with  the  many  facets  of  local  government  finance.   The 
subjects  for  these  reports  will  include  the  compilation  and 
analysis  of  local  government  finance  data,  the  collection  and 
examination  of  present  state  statutes,  the  possible  application 
of  various  alternative  methods  of  supplementing  the  property 
tax  with  other  revenue  sources  and  other  subjects  dealing  with 
local  government  finance  and  finance  administration. 

The  reports  are  designed  not  only  to  provide  the  Staff's  findings 
concerning  the  present  status  of  local  government  finance  in 
Montana,  but  also  to  provide  local  governments,  the  State 
executive  and  legislative  branches  and  the  public  in  general, 
an  opportunity  to  review  and  comment  on  the  direction  of  the 
Staff's  work. 

This  report  contains  an  analysis  of  supplementary  sources  of 
revenue  for  Montana  local  governments. 


STEPHEN  TURKIEWICZ 
FINANCE  PROJECT  DIRECTOR 


INTRODUCTION 
Obj_er:_tivc^ 

PCS......  alternaeivo.  .o.  ,i„a„cin,  lo..!  governments  in  Montana,- 

second,  to  asseas  the  eidv-mf- t^t^-    t  i- 

J  -  ciaa  axocidvanlQcjes  of  each;  third 

to  c.ti.ate  t„o  possible  i.pact  „.  airfe.ent  system.-  and  last,  to 

rncike  preliminary  recommendations. 

Ad^ern_ative  s 

In  seeking  a  supplement  to  the  proDer^^.  -h- 

tne  property  tax,  two  sources  should  be 

considered:   those  th-it-  -,y^.    -.   •  i  ,  -, 

.hat  are  available  locally  and  those  available 

at  the  state  level.   within  these  two  broad  areas  there  are  .e     , 

^j-.-Lo.^    Lucre  are  severa] 
sub-options,  some  of  which  overlap. 

There  are  four  ehoiees  available  locally,  it  „e  inclnde  rais.„<, 
the  current  property  tax:   increased  tees  and  license  charges," 

local  income  taxes,  and  local  <^-1-|r^c.  + 

/  ^iii'^t  -Lueai.  sales  taxe<^,    at  i  ^-^  4  i 

i-ciALo.   All  oj.  these  except 

the  property  ta.  could  be  .ade  statewide  or  a  local  option  and 
could  be  administered  by  the  state  or  the  local  government. 

State  level  sources  for  these  potential  revenues  have  .ore  possi- 
brlit.es.   So.e  for.  of  revenue  sharing  is  the  .est  obvious  choice 
However,  it  is  also  necessary  to  include  shared  ta.es,  cateoorioal 
.rants,  and  some  state  assumption  of  .local  services.   when  investi- 
gatrn,  state  assumption  of  services,  there  are  three  areas  to 

considf^r:   fiinrl-inrr  i-Ur.    -i  -, 

t-U.KUn,j   the  local  court  systems,  funding  economic 

assistance  programs,  and  funding  the  education  system. 


Ix 


ves. 


■'''"  P"^^"^  examines  in  detail  each  o.  ,,- 

A  so.;,r.,  possible  altemahi 

ci.^sr^r-i.v  ■  'OUic.o  and  includes  a 

■  Lli.  sy^.em,  ;,hat  other  stahes  h-M..  ^ 

L:^tcs  have  done  with  simii 


P-o,ra,ns,  the  advantages  and  disa 
of  the  po.ssi.ble 


dvantages  of  each,  and 


impact  on  the  local 


a  r 
an    estiinatf. 


areas. 
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CHAPTF;p.  ONI:; 
LOCAL  P^PVENUR  SOURCES 

Current  thinking  dictates  tb-^t  -,  )  , 

■^  that  d  balanced  mix  of  rcvonno  . 
i^    rTr>c.i   11  -Lcvenue  sources 

IS  dobiiable.   using  a  variotv  r,-  ^ 

J    variety  o^  tax  sources  insureo   -,,. 
as  possible   th-.t  ,o   •   .  injure.,  ^s  much 

ore,  that  no  single  group  v/ili  bear  -  ^• 
sh-rrn  or  .:  disproportionate 

snare  of  the  tax  burden. 

If  taxes  are  collected  ^4-  ^-■v. 

local  control  can  be  «lntained.   This  is  i„  , 
the  spirit  Of  th,  l.„  .  ag'^^ement  with 

.«nt   loo       '  '^"^  --"-tion.   .he  new  Constitntio 

s.    ;;       '"'''~'^   -   ---  -^  responsibilities,  an. 

Signifies  a  shift  tov/ards  more  local  -,  . 

''"--re  local  autonomy. 

However,  local  coHectJon  nnd  ..  •  ■ 

-t^cLion  and  admmistrat  i  nn  r.-f    ^    t 
taxec  .,    ,   .  oration  of  sales  and  incom.e 

taxes  IS  noc  without  its  problems    a  c  ^- 

tena.  to  increase  intrastate  fiscal  disparities 

-,-,••  ^-L-parities,  cause  increaq^r^ 

administrative  problems  in  locality 

-"-^ation  o.  the  ta.  b..:        '  ^^^  ^"^^^^  ^^^-"- 

;;  :;:;;=^"°- — — — «--  ^^^^  -  a.,iiabie 

ro  local  governments  are  ir,.r^^^- 

^-    arc  investigated  in  detail. 


TNCREA5KD  FEES  AND  I.TCENSt':  C:HARGE,S 

The  tv/o  rcvenu!"i  sourccjG  discussed  in  this  section  are  service 
charqes,  such  as  those  for  v;ater  or  garbage  collection,  and  fees 
such  as  those  for  business  and  liquor  lic;enses. 

The  increased  use  of  service  charges  is  thought  by  most  authorities 
to  be  advanLageous.   Because  those  who  receive  a  service  pay  Cor  ■ 
it,  tliesc  service  charges  are  probably  the;  fairest  form  of  financing 
governmental  services.   There  are,  however,  limitations  on  the  use 
of  service  charges.   They  cannot  be  used  to  finance  general  govern- 
ment expenses  and  are  usually  inappropriate  for  funding  public 
safety  functions,  such  as  fire  protection  and  police  protection, 
since  these  services  benefit  the  entire  population  and  individual 
liability  is  impossible  to  predict.   Additionally,  the  use  of 
service  charges  increases  the  administrative  costs  by  requiring 
individual  records  to  be  kept  for  each  user.   The  use  of  these 
charges  might  have  an  indirect  effect  on  general  fund  finances, 
because  resources  previously  spent  on  specific  services  may  be 
diverted  to  the  general  fund. 

It  is  difficult  to  accurately  assess  the  impact  of  increased  use 
of  service  charges  because  of  the  variety  of  types  and  rate 
schedules  that  are  possible.   A  true  estimate  of  increased  adminis- 
trative costs  is  impossible  to  formulate.   It  is  possible,  however, 
to  list  current  expenditures  by  governments  for  services  that  arc 
suitable  for  financing  by  serv/ice  charges  (see  Table  1)  ,   The 
imuact  on  counties  may  not  be  groat  in  any  case.   In  19  74,  the 


total  of  all  fees,  charges,  and  licenses  v/as  less  than  1.5%  of 
total  revenues  for  counties  statewide.   However,  under  the  new 
Constitution,  counties  may  now  use  license  fees  as  a  revenue 
source,  where  previously  they  could  only  recover  administrative 
costs.   This  could  cause  a  pronounced  change  in  this  area.   For 
those  cities  not  already  using  service  charges,  the  impact  may 
be  significant,  however,  most  cities  are  already  using  this 
revenue  source. 

An  increa.se  in  license  fees,  while  not  raising  a  great  deal  more 
money,  may  cause  the  relocation  of  businesses  out  of  an  area,  if 
the  increases  are  not  made  area  of  countyv/ide. 


Expenses  for  s 


TABLE  1 

ervices  Suitable  for  c,„   ■ 

.or  Service  Charaes 

in  Selected  Cities 


'Private  Enterpri 


NOTE: 


--  CX...S  .......  ,,^^^^^    ^_^^^^  ^^^^^^^^^ 


HROUGK  SERVICE  CHARGE< 


IiOCJAL  INCOME  TAXES 
r°:i^'  ^^2l^L  Y.'->,-''i i-i  >■■  '^-ou ::. 

There  .re  several  approaches  to  taxing  incomes  for  local  use. 
These  vary  from  an  uaeoordinated  locally  administered  tax  with 
fev,  restrictions  to  a  state  mandated,  state  coordinated,  and  state 
collected  tax  that  is  administered  as  part  of  the  statewide  income 
tax  ana  then  returned  to  the  local  government.   Across  this  range 
there  are  a  number  of  different  possibilities.   The  most  common 
are  investigated  in  this  section. 

Use^ in  other  States 

The  use  of  local  income  taxes  on  a  large  scale  i, 


three  states:   Pennsylvania,  Ohio  and  Maryland.   However,  the 


-s  restricted  to 

tax 

is  used  to  a  lesser  degree  in  seven  other  states.   of  the  48 
largest  cities  in  the  country  (not  counting  Wash.ington,  D.C.), 
13  use  a  loca.l  income  tax.   The  impact  in  1972  on  these  cities 
varied  from  a  low  of  14.2  percent  of  total  revenue  to  a  high  of 
78.2  percent.   Nationwide,  in  1971,  about  2  percent  of  all  local 
government  revenues  were  from  income  taxes. 

The  use  of  local  income  taxes  is  not  restricted  to  large  cities 
alone.   There  are  over  4,200  jurisdictions  using  this  revenue 
source,  including  municipalities,  counties,  townships,  and 
school  districts;   these  range  from  New  York  City  down  to  the 
very  smallest  of  local  governments. 


Specific  Ooti 


ons 


royt  as  a  :re venue 


Tliere  are  four  al  t  .-.rnaf- -J  v,^-  ^h-^t-  ^     ■ 

ci-i.  _^,iiici._iveo  L-hat  are  of  into 

source  in  .Mo.t.na:   uncoordinated  locaUy  ad,„ini.ter«,.  state 
coordrnatod  locally  ac,„,i„l.tored,  statewide  pig.ybaC.  and 

local  option  piggyback. 

An  uncoordinated  locally  administered  Inco.e  tax  would  be  levrcd 
and  collected  by  the  local  government  with  no  state  direction 
other  than  perhaps  to  set  a  ..axi.um  rate.   While  this  for.  of 
taxation  tends  to  .axl.i.e  local  autonomy  and  control  it  also 

incurs  a  penalty  in  administration,  collection  «nd  „„ r 

'■'■,    *-'-'-LiL,ctxon  and  enforcement 

costs  and  tends  to  accentuate  interlocal  differences. 

To  reduce  intrastate  disparities   a  lnr^-.T  ^ 

1.  cii.xi.j.es,  a  local  income  tax  may  be 

but  the  local  governments  are  responsible  for  administration  and 

collection.   While  this  option  tends  to  minimise  local  rate 

differences  and  related  problems   It  stnn  ,n     ■   , 

f   ouxems.  It  still  allows  inefficiencies 

associated  wjth  small  r^^^i,,   i  ■ 

wxtn  sn^all  scale  administration,  collection,  and 

enforcement. 

Both  problems  t.ay  be  resolved  by  having  the  state  coordinate  and 
collect  the  local  tax.   The  collection  being  accomplished  by 
"Pi..ybac.ing"  the  local  levy  onto  the  state  tax.   .  ..piggybacked" 
tax  IS  one  in  which  the  local  levy  is  witheld  by  the  state  al, 
with  the  state  levy.   The  local  portion  is  then  returned  t 
local  government.   This  type  of  administration  could  also  be 
considered  a  state  aid  scheme  in  which  state  collected  funds  are 


ong 
o  the 


returned  to  local  areas  on  a  point  of  origin  basis.   This  system 
minirni:^es  most  of  the  administration  problems  of  local  income 
taxes  with  the  exception  of  a  local  government's  need,  and  re- 
distribution of  v/ealth,  and  may  even  accentuate  interlocal  fiscal 
disparities. 

The  last  possibility  is  state  administration  and  collection  of 
a  locally  set  income  tax.   This  "local  option  piggyback"  income 
tax  may  be  the  fairest  and  easiest  to  administer  of  all  local 
income  tax  options.   A  local  option  tax  of  this  type  may  be  levied 
by  local  ordinance  or  vote  of  the  people.   The  major  drawback  of 
this  type  system,  which  it  shares  with  any  locally  set  tax,  is 
that  it  may  increase  interlocal  differences  and  may  encourage 
adverse  migration  effects. 

Significant  Factors  for  Local  Income  Taxes 

A  question  arises  as  to  whether  it  is  desirable  to  have  a  pro- 
gressive tax  at  the  local  level.   The  current  philosophy  is  that 
the  redistribution  of  v/ealth  is  a  state  and  federal  level  function 
and  should  not  be  attempted  at  the  local  level.   When  considering 
a  local  income  tax,  a  non-progressive  or  flat  rate  tax  has  several 
advantages.   First,  the  tax  base  is  maximized  and  the  rates  are 
lower.   Additionally,  it  is  generally  easier  to  administer  a  flat 
rate  tax.   However,  if  a  local  tax  is  piggybacked  onto  the  state 
levy  then  there  would  be  little  advantage  in  either  a  flat  rate 
or  progressive  rate.   Levying  any  tax  locally  tends  to  increase 
interlocal  fiscal  differences.   In  extreme  cases,  high  local  taxes 


can  cause  an  oat-..i«.atxon  o.  .oth  population  an.  ,,u3i„..s.   .h.^ 
can  .e  „,l„i„a.ed  .,  „3i„,  the  largest  poMticat  ■iu.is.U.tion 
POSS.W.  to.  the  ta.  .ase.   „.i„,  ,.,„,,,3  .^,^  ^^^^  ,„.,,,,,,,,,  ,„„ 

a  local  inco„,e  tax  would  tend  to  minimize  boH,  local  d-     ■  ■ 

uu^.n    .Local  disparities 
ana  out-migration  with  all  inn-vi  . 

-t:n  all  local  governments  -  incorporated 

-nicrpalities  and  the  count,  receiving  the  proceeds. 

Os.ng  counties  as  the  taxing  jurisdiction  also  tends  to  eliminate 

the  problem  of  double  taxation    Tn  . 

taxation.   m  an  uncoordinated  taxing  situa- 
tion It  is  possible  for  a  city  to  tax  bv  m  .-^    ^ 

y  t:o  tax  by  place  of  employment  and 
a  county  to  use  place  of  residence    t>. 

residence.   ihe  more  complex  the  overall 

taxing  system  becomes,  the  more  difficult  nn^ 

uiiricult  and  expensive  it  becomes 
to  administer  fairly. 

The  use  of  local  income  tax-s  should  Ko 

uax.s  Should  be  considered  with  the  use 

Of  appropriate  safeguards.   .hese  include  having  a  uniform  tax 

base,  state  administration,  widespread  coverage,  origin  tax  situs 

constrained  rate  option,  state  eguali.ation ,  and  income  tax 

sharing.   These  safeguards  generally  agree  with  th.    ■  . 

y  agree  with  the  points  discussec 
previously  in  this  section. 

A  problem  arises  any  time  revenue  i  c,  ^,,-,  ^  ■ 

evenue  is  raised  m  areas  where  several 

government,  have  iurisdiction.   .o  minimize  p.oMems  such  as  out- 
-.gration  it  is  considered  necessary  to  levy  a  ta.  such  as  a  local 
opt.on  income  tax  county  wide.   „o.  then  should  the  funds  be 
.^iv.ded  between  cities  and  the  county,   .here  are  tour  possibilities. 
Po^nt  Of  origin,  per  capita,  proportion  of  taxable  valuation,  or 


proportion  of  taxes  collocte 
stand;  however,  they  may  be  di 


'•       '^^^    ^--    ^-    --    s.uap,e    to    under- 


^i'--J<    of    accurate    data.       e 


"xcalt    to    ad..inister   bec.use    of    t 


h(.. 


J-ther  of  the  las! 


administered,  but  only  the  1-,. 

^'^Y  vne  lase  would  be  dir 


two  wou]d  be  oas 


i-l\' 


costs  of 


yovernment  and  may  confl 


equalization  should  b 


octly  related  to  th? 
ict  with  the  thought  that 


e  a  state  or  fed 


eral  function. 


IMPACT  OF  LOCAL  INCOME  TAX  SYSTE,.S 
In  19  74  I  h ,-i  c  I-  ■ , 4- 

collected  about  S2  million  rir.i -■ 

-xllxon  cloUars  from  the  property  tax    Thi^- 

does  not  include  taxes  fo.  cities  a..  . 

It  is  Oh  •  '  °"  ^"^°°-^  clistrict-s. 

It  xs  obvxous  that  no  income  tax  is  goinc,  to  r   . 

tax  tr  replace  the  prope,- 

tax  to  a  great  extent.   Plowever,  a  20^-  surch 

onto  1-h    .         '  '  a  20.  surcnarge,  piggybacked 

onto  the  state  tax  could  supplement  th^.  countv  o 

aboni-  Tro    ,  county  property  tax  by 

ajDout  15%.    See  Table  2   fov-        • 

2,  for  an  estxmate  of  the  impact  bv 
counties.)   It  should  be  noted  that  ^>.   ■ 
.,,.  ^^^t  the  xncome  and  income  tax 

:    ^^^  ^"^  ^^"^^^"^^^'  ^^-^^  -  --~  Of  revenue  informa.: 
Howe.er,  they  should  be  accurate  enough  to  sho.  trends.      "    " 


I  or 


10 


TABLE  2 

Estimated  Imoact  n-  t^   -, 

■i-cji^L  or  Local  I 


ncome  Tax  Systems 
(Thousands  of  Dollars) 


TABLE  2  (Continued) 
Estimated  Impact  of  Local  Income  Tax  Systems 


County 


Taxable 
Income 


Liberty 

Lincoln 

Madison 

McCone 

Meagher 

Mineral 

Missoula 

Musselshell 

Park 

Petroleum 

Phillips 

Pondera 

Pov^der  River 

Pov;ell 

Prairie 

Ravalli 

Richland 

Roosevelt 

Rosebud 

Sanders 

Sheridan 

Silver  Bow 

Stillwater 

Sweet  Grass 

Teton 
(Continued) 


6,462 
33,316 
7,496 
5,564 
3,500 
7,062 
130,247 
7,720 
23,060 
1,402 
10,577 
14,698 
4,870 
12,981 
5,166 
25,567 
20,340 
19,327 
15,740 
12,981 
14,882 
98,542 
9,502 
4,758 
14,785 


State 

Income  Tax 
Collection 


384 
562 
356 
311 
181 
330 

:230 

393 

,116 

98 

579 

800 

262 

610 

297 

,191 

,068 

,025 

607 
862 
,532 
480 
230 
820 


2  0%  Piggyback 
Surcharge 


76 
312 
72 
62 
36 
66 
,246 
78 
224 
20 
116 
160 
52 
122 
60 
238 
214 
204 
156 
122 
172 
906 
96 
46 
164 


1.-6 

Flat  Rate 
of  Column 


64 

334 

74 

56 

36 

70 

1,302 

78 

230 

14 

106 

146 

48 

130 

—  ^ 

256 
204 
194 
153 
130 
148 
986 
96 
48 
148 


19- 


roperty 


Tax  Collections 


360 
G39 
559 
504 
238 
266 

2,696 
338 
646 
5  7 
606 
908 
701 
746 
323 
930 

1,030 

'-to/' 

/  oo 
961 
581 
569 
3,819 
379 
39  0 
79  2 


TABLE  2  (Continued ) 
Estimated  Irr.pact  of  Local  Income  Tax  Systems 
(Thousands  of  Dollars) 


County 


Toole 

Treasure 

Valley 

Wheatland 

VJibaux 

Yello'.vstone 

Other* 
Totals 


Taxable 
Income 

State 

20%  Piggyback 

1% 

1974  Prcpc 
Tax  Colloc 

Income  Tax 

Surcharge 

Flat  Rate 

.. 

Collection 

of  Column  1 

13,095 

735 

146 

130 

1,005 

98 

922 

2,  703 
25,789 

162 
1,367 

32 
274 

28 
25B 

5,41 2 

2,788 

210,750 

269 

152 

10,515 

54 

30 

2,104 

54 
28 

2,108 

29  9 

432 

4,370 

89,346 

4,139 

-^ 

— 

__ 

1,549,538 

77,066 

14,586 

14,668 

72,401 

*  Out  of  State  returns,  or  those  with  no  zip  code  to  identify  the  county. 

source:   ^^^P^^^li^hed  data  on  1973  income  tax  receipts  from  the  State  Department  of  Revenue, 
and  the  State  Commission  on  Local  Governm.ent.  -v^nue. 


TABI,E  3 

INCOME  TAX  REVENUE  ESTIMATES 
BY  COUNTY 

(Based  on  a  20%  Surcharge  on  1977 
Estimated  State  Tax  Collections) 


Cotinty 

Re 
$ 

^venue 
267, 

300 

County 

Beaverhead 

Ravalli 

Bicj  Horn 

$ 

241, 

400 

Richland 

Blaine 

$ 

164, 

300 

Roosevelt 

Broadwater 

$ 

77 

500 

Rosebud 

Carbon 

$ 

339 

400 

Sanders 

Carter 

$ 

77, 

500 

Sheridan 

Cascade 

$ 

2,465, 

100 

Silver  Bow 

Chouteau 

$ 

296, 

900 

Stillv/ater 

Custer 

$ 

490, 

000 

Sweet  Grass 

Daniels 

$ 

125, 

500 

Teton 

Daw- 3  on 

$ 

439 

000 

Toole 

Deer  Lodge 

$ 

487, 

700 

Treasure 

Fallon 

$ 

160, 

200 

Valley 

Fergus 

$ 

508 

100 

Wheatland 

Flathead 

$ 

1,408, 

900 

Wibaux 

Gallatin 

$ 

1,106 

900 

Yellowstone 

Garfield 

$ 

87, 

700 

Glacier 

$ 

262, 

500 

Golden  Valley- 

$ 

44 

500 

STATE  TOTAL 

Granite 

$ 

85 

400 

Hill 

$ 

741 

rOOO 

Jefferson 

$ 

152 

700 

Judith  Basin 

$ 

131 

900 

Lake 

$ 

334 

300  . 

Le'wis  and  Clark 

$ 

1,260 

,300 

Liberty 

$ 

130 

,600 

Lincoln 

$ 

521 

,000 

Madison 

$ 

121 

100 

McCone 

$ 

105 

,800 

Meagher 

$ 

61 

,600 

Mineral 

$ 

112 

,200 

Missoula 

$ 

2,118 

,600 

Musselshell 

$ 

133 

,600 

Park 

$ 

379 

,500 

Petroleum 

$ 

33 

,300 

Phillips 

$ 

196 

,900 

Pondera 

$ 

272 

,100 

Powder  River 

$ 

89 

,100 

Powell 

$ 

207 

,400 

Prair  le 

$ 

101 

,000 

Revenue 

$ 

405, 

000 

$ 

36  3, 

2  00 

$ 

348, 

600 

$ 

283, 

600 

$ 

206, 

400 

$ 

293, 

100 

$ 

1,541, 

200 

$ 

16  3, 

20  0 

$ 

78, 

2  00 

55 

278 

900 

.■5 

249, 

900 

$ 

55, 

100 

$ 

464, 

900 

$ 

91 

500 

$ 

51 

,700 

$ 

3,575 

800 

$24,790,100 


Source:   Montana  Department  of  Revenue  and  State  Commission  on  Local 
Government - 
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LOCAL  SALES  TAXES 

Possible  Variations 

A  local  sales  tax  has  almost  as  mFiny  possibilities  as  a  local 
incorae;  tax.   Sales  taxes  may  be  entirely  local,  completely  state 
administered,  or  some  combination  of  the  tv/o .   Since  a  local  sales 
tax  is  difficult  to  administer,  it  is  generally  combined  with  a 
state  levy,  the  only  local  option  being  the  rate  that  is  applied 
above  the  state  amount. 

Use  in  Other  States 

Nationv;ide,  local  sales  taxes  are  second  only  to  the  property  tax 
in  revenue  significance.   Data  indicates  that  over  4,300  local 
governments  utilize  some  form  of  a  general  sales  tax.   Of  those 
who  use  this  tax  the  percentage  of  total  revenues  varies  from  V.Ss 
for  units  between  100,000  and  200,000  population,  to  over  12.5% 
in  cities  over  a  million  people.   The  average  being  10.9%.   In 
the  48  largest  cities  over  half  utilized  some  form  of  local  sales 
tax  in  1972.   These  cities  vary  between  5.6%  in  Kansas  City  and 
55.5%  in  Tulsa  in  their  dependence  on  a  local  sales  tax. 

When  one  looks  at  the  use  of  local  sales  taxes  nationwide,  it  is 
clear  that  this  is  a  significant  revenue  source. 

Specific  Options 

The  sales  tax  closely  parallels  the  income  tax  in  possible  methods 
of  administration.   The  first  possibility  is  an  uncoordinated 
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locally  'ridirdnistered  tax.   This  is  perhaps  the  least  desirable  of 
all  al;:eT.atlves.   While  a  completely  local  tax  may  increase  local 
autono-Tiy  and  control,  it  allov/s  interlocal  fiscal  disparities  to 
increase.   Without  a  high  degree  of  conformity  in  the  tax  bases, 
retail  sales  patterns  could  be  disrupted  and  compliance  costs 
excessive. 

Compliance  and  administrative  costs  can  be  reduced  by  having  the 
tax  administered  along  with  a  state  tax,  much  like  a  piggyback 
income  tax.   In  this  case  the  local  government  would  have  the 
option  to  le\ry  the  tax  and  some  control  over  the  rate. 

A  final  alternative  would  be  a  completely  state  levied  and 
administered  tax  that  v/ould  be  returned  on  a  basis  of  point  of 
origin.   From  the  local  governments  point  of  view  this  is  the  most 
desirable.   This,  however,  is  not  really  a  local  tax  but  rather  a 
shared  revenue  or  point  of  origin  state  aid  system. 

Currently  in  Montana,  all  but  the  first  alternative  are  impractical 
because  there  is  no  state  mechanism  for  collection  of  a  general 
sales  tax. 

Significant  Factors  for  Local  Sales  Taxes 

The  sales  tax  is  probably  the  most  disruptive  to  intergovernmental 
fiscal  equality  of  any  major  revenue  source.   For  example,  in 
I,os  Angeles  County  the  city  of  Hidden  Hills  collects  $0.04  per 
capita  from>  local  sales  taxes,  and  Vernum  collects  $12,051.78  per 
Capita  at  the  same  rate.   While  this  case  is  extreme,  it 
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;i.l.lustral-.r;;s  the  point.   Some  states  have  impl  omen  tod  equalization 
and  redistri.bution  programs  although  this  is  not  thu  general  case. 

A  local  sales  tax,  v;ith  the  proper  safeguards,  can  be  a  legitimate 
supplement  to  the  property  tax.   The  difficulty  in  Montana  is  the 
lack  of  any  state  mechanism  for  the  collection  of  such  a  tax,  and 
without  major  state  coordination  and  control  a  local  sales  tax 
is  not  very  desirable. 

Impact  of  Local  Sales  Taxes 

As  there  is  currently  no  general  sales  tax  in  ^4ontana,  it  would 
be  very  difficult,  if  not  impossible,  to  accurately  estimate  the 
impact  on  specific  areas  of  the  state. 
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LOCAL  PROPERTY  TAXES 

Since  the  property  tax  is  already  the  most  significant  revenue 
source  for  local  government  in  Montana,  it  is  not  a  true  alterna- 
tive.  However,  with  some  changes  in  administration  the  property 
tax  could  be  more  efficiently  utilized.   Tv/o  important  areas  are 
increased  use  of  an  all-purpose  levy  instead  of  single-purpose 
levies  and  the  creation  of  service  and  taxing  districts  within 
city  and  county  governments. 

The  wider  use  of  the  all-purpose  levy  would  help  increase  local 
control  and  autonomy  as  well  as  facilitate  more  efficient  use  of 
current  funds. 

Allowing  cities  and  counties  to  use  service  and  taxing  districts 
would  enable  more  efficient  distribution  of  service  costs  without 
greater  fragmentation  of  government. 

While  it  would  not  be  currently  desirable  to  raise  property  tax 
rates,  some  method  of  relief  from  overburden  could  allow  local 
governments  to  tax  as  high  as  they  need.   This  concept  is  discussed 
in  m^ore  detail  in  the  state  aid  section. 


OTHEF<  LOCAL  OPTION  TAXES 

There  are  sieveral  other  local  option  taxes  In  addition  to  those 
already  discussed.   These  include  a  utilities  tax,  a  hotel  room 
or  bed  tax,  a  motor  vehicle  license  tax,  a  fuels  tax,  and  various 
franchise  taxes. 

A  tax  may  be  levied  on  the  ultimate  consumer  of  any  utility  at 
a  rate  not  exceeding  1%  of  cost.   This  vrould  be  imposed  by 
ordinance  and  the  administration  and  collection  would  be  the 
responsibility  of  the  utility  provider.   The  revenue  would  be 
distributed  to  the  local  government  imposing  the  tax. 

It  is  also  possible  to  tax  hotel  or  motel  facilities,  perhaps 
having  the  option  of  a  $1  charge  per  person  per  day  or  a  10% 
charge  on  the  total  room  rental  fee.   This  would  be  administered 
by  the  Department  of  Revenue  or  the  county  where  the  tax  is 

levied. 

The  local  government  could  impose  a  tax  on  the  issuance  of  motor 
vehicle  licenses  not  to  exceed  50%  of  the  state  imposed  levy  and 
used  for  public  roadways.   Tax  would  be  collected  by  the  county 
at  the  time  of  the  annual  motor  vehicle  registration. 

A  tax  not  exceeding  $.02  a  gallon  that  might  be  imposed  on  fuels 
to  be  used  for  public  roadways  within  the  jurisdiction.   This  to 
be  collected  and  distributed  to  the  point  of  origin  by  the  Depart- 
ment of  Revenue. 
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A  final  possibility  would  be  a  tax  on  the  receipt  of  a  franchise, 
not  exceeding  the  amount  specified  in  the  franchise  ordinance,  and 
collected  by  the  imposing  local  government. 
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TABLE  4 
1%  OF  ESTIRZVTED  GROSS  RECEIPTS  FOR 
TELEPHONE  UTILITIES  IN  SELECTED  CITIES-*- 


City  .  1%  of  Gross  Receipts 

Billings  $  137,447 

Butte  $   52,157 

Helena  $   50,733 

Great  Falls          •  $  134,122 

Missoula  $   65,877 

Sidney  $   10,140 


May  include  suburbs  outside  city  limits. 

Source:   Data  supplied  by  Montana  Public  Utilities  Commission 
and  the  Montana  State  Commission  on  Local  Government. 
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TABLE  5 
1%  OF  ESTIMATED  GROSS  RECEIPTS  FOR 
NATURi\L  G;AS  UTILITIES  IN  SELECTED  CITIES^ 

City  1%  of  Gr o ss  Receipts 

Butte  $  33,226 

Great  Falls  $  85,441 

Helena  '      $  32,319 

Kalispell  $  14,966 

Missoula  $  41,941 


liMay  include  suburbs  outside  city  limits. 

Source:   Data  supplied  by  Montana  Public  Utilities  Commission 
and  the  Montana  State  Commission  on  Local  Government, 

I 


22 


TABLE  6 

1%  OF  ESTIi^lATED  GROSS  RECEIPTS  FOR 
ELECTRIC  POWER  UTILITIES  IN  SELECTED  CITIES' 

--^  I'i^  of  Gross  Receipts 

Billings  $  99,000 

Great  Falls  $  80,500 

Helena  $  4  0,4  00 

Lew is town  $  11,310 

Missoula  $  71,800 


May  include  some  suburbs  outside  the  city  limits. 

Source:   Data  supplied  by  the  Montana  Public  Utilities  Commission 
and  the  Montana  State  Commission  on  Local  Government. 
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TABLE  7 
ESTIMATED  REVENUES  FROM  HOTEL/MOTEL 
OCCUPANCY  TAX  FOR  SELECTED  CITIES 
(Based  on  $1  per  Person  per  Night) 

-1  o 

City  Rooms  Occupancy-^  Revenues 

Missoula        1,389  1,667  $  600,120 

Kalispell         600^  720      '        $  259,200 


Occuoanc 

■■Y^ 

1, 

,667 
720 

1, 

,266 

2, 

r640 

1, 

,800 
887 

Bozeman  887  1,266  $  383,040 

Billings  2,200^  2,640  $  950,400 

Great  Falls  1,500^  1,800  $  648,000 

Helena  739  887  $  319,320 

Isased  on  two  people  per  room  and  60%  of  rooms  occupied. 
^This  figure  is  360  times  the  occupancy  rate. 
Estimates . 

Note:   The  occupancy  rate  is  based  on  1968  data  for  only  one 

hotel/motel  chain  in  the  Montana  region  and  as  such  may 
not  reflect  the  current  situation. 

Source:   Local  Chambers  of  Commerce,  Department  of  Community  7vf fairs, 
and  the  State  Commission  on  Local  Government. 
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TABLE  8 
1%  OF  ESTIMATED  GROSS  REVENUES  FOR 
T.V.  CABLE  COMPANIES  IN  SELECTED  CITIES 


City 


Estimated  Number 
of  Subscribers 


1%  of  Estimated 
Total  Revenues 


1 


Helena 
Great  Falls 
Missoula 
Billings 


5,500 
10,000 

8,000 
10,000 


$  4,950 

$  9,000 

$  7,200 

$  9,000 


-'-Based  on  a  monthly  rate  of  $7.50  per  subscriber. 

Source:   City  of  Great  Falls  Finance  Department  and  the  State 
Commission  on  Local  Government. 
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CHAPTER  TWO 
STATE  1^ VENUE  SOURCES 

One  of  the  primxiry  goals  in  providing  additional  funding  for  local 
governments  is  fairness,  or  ec[Liity  of  burden.   As  stated  previously, 
the  redistribution  of  income  should  not  be  a  local  government 
function.   It  is  the  state's  role  to  insure  that  the  fiscal  capacity 
and  fiscal  effort  in  a  local  government  do  not  cause  excessive 
financial  advantage  or  disadvantage.   The  state  created  local  govern- 
ments and  has  assigned  responsibilities  to  them.   It  is  the  state's 
obligation  to  provide  local  governments  the  capability  to  perform 
these  assigned  tasks.   If  local  resources  are  inadequate,  the 
state  should  supplement  them  or  suffer  the  consequences  of  in- 
adequate service. 

VJhile  state  assistance,  both  administratively  and  in  actual  funds, 
may  represent  the  fairest  alternatives  for  local  financial  problems, 
it  also  tends  to  decrease  local  control  and  autonomy.   It  is 
possible  to  limit  any  loss  of  local  control  or  autonomy  by  making 
state  grants  as  free  of  "strings"  as  possible. 

There  are  a  number  of  choices  open  to  the  state  for  local  assistance. 
These  include  a  variety  of  revenue  sharing  type  programs,  shared 
taxes,  state  assumption  of  selected  services,  educational  funding, 
and  direct  property  tax  relief. 
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STATE  JIEVENUE  SHARING 

A  tjood  staho  aid  or  revenue  sharincf  program,  v/lii.le  providiiKj 
assistance  to  local  governments,  also  has  the  effect  of  mitigating 
interlocal  fiscal  disparities.   There  are  three  methods  of 
distribution  that  may  be  used,  however  only  one  has  any  real 
equalizing  effect.   The  first  two,  population  based  and  point  of 
origin  do  not  significantly  reduce  fiscal  disparities  between 
local  governments.   The  third,  need  based,  if  properly  designed, 
can  be  effective  in  reducing  differences  among  local  governments. 
The  major  problem  with  a  need  based  system  is  defining  what 
actually  constitutes  need.   Three  possible  need  based  distributions 
are  discussed. 

lJ_se_  in  Other  States 

According  to  recent  figures,  in  19  73  there  were  only  six  states 
without  programs  for  revenue  sharing  support  to  local  governments. 
Very  few  of  these  programs  are  equalizing  in  effect,  with  most 
being  of  the  per  capita  or  shared  taxes  -  point  of  origin  type. 
Some  of  the  programs  that  are  intended  to  be  equalizing  in  fact 
have  no  such  effect.   The  Florida  Commission  on  Local  Government 
found  that  the  system  formerly  used  there  distributed  funds  on 
a  random  basis.   The  formula  v/as  a  combination  of  total  population, 
rural  population,  and  tax  capacity  combined  in  such  a  manner  that 
the  effects  of  each  tended  to  cancel  each  other.   If  at  all 
possible,  compromise  formulas  such  as  this  should  be  avoided. 


27 


P_e^^r _  Co.p^ t a _]}  l sty i b uj:  i o n 3 

Population  based  revenue  sharing  systems  are  popular  because  they 
are  easy  to  administer,  simple  to  understand  and  solve  the  common 
belie L  that  the  fiscal  needs  of  governments  are  directly  correlated 
to  the  size  of  the  population. 

The  first  two  reasons  are  valid.   Hov/ever,  an  examination  of 
columns  1  and  2  of  Table  9  will  show  that  the  third  is  not 
necessarily  true.   This  is  assuming  that  taxes  collected  are  re- 
lated to  costs  of  government. 

It  is  possible  that  a  per  capita  based  revenue  sharing  system's 
advantages  may  outweigh  its  disadvantages,  because  it  is  used  in 
a  number  of  states. 

Point  _o _f _0;r igin  Distributi ons 

This  type  of  distribution  is  essentially  the  same  as  a  statewide 
mandated  piggyback  income  tax.   While  this  system,  like  the  per 
capita  system,  is  easy  to  administer,  simple  to  understand,  and 
popular  with  the  wealthier  areas  of  the  state,  it  has  a  negative 
equalization  effect.   A  system  of  this  type  generally  distributes 
the  most  funds  to  those  v/ho  need  them  least. 

Need  Based  Distributions 

There  are  three  need  based  system.s  that  are  investigated:   the 
r-'cderal  system,  the  Advisory  Council  on  Intergovernmental  Relations' 
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recorojiiended  system,  cMicl  a  system  designed  to  fit  Montana's 
si  Luation . 

The  most  vi.sable  and  v/ell  known  is,  of  course,  the  Federal  Revenue 
Sharing  Act.   The  Federal  formula  distributes  funds  to  local 
county  areas  on  the  basis  of  population,  tax  effort,  and  relative 
personal  income.   Funds  e\re  further  divided  among  local  govern- 
ments within  a  county  area  on  the  basis  of  tax  collections  for 
the  county  government  and  municipalities.   Allotments  for  indivi- 
dual cities  and  towns  are  dete.rmined  on  the  basis  of  population, 
tax  effort,  and  relative  personal  income. 

There  are  several  difficulties  with  the  Federal  program  when 
applied  to  Montana.   The  primary  problem  is  accurate  data.   Popula- 
tion counts  are  made  only  once  a  decade,  v/ith  the  accuracy  of 
estimates  decreasing  later  in  each  decade.   Present  reporting 
methods  make  the  use  of  tax  effort  and  personal  income  data  unstable. 
In  addition  to  the  data  problems,  the  use  of  a  personal  income 
factor  does  not  reflect  the  ability  of  local  governments  in 
Montana  to  collect  revenues  because  of  the  heavy  dependency  on  the 
property  tax. 

The  A.C.I.R.  suggested  legislation  is  simipler  than  the  Federal 
program,  with  individual  localitie's  allocations  based  on  popu- 
lation and  tax  effort  alone.   Some  of  the  difficulties  associated 
v.'ith  the  Federal  system  also  apply  to  the  A.C.I.R. 's  proposal. 
These  arc  the  dependence  on  population  data  and  the  use  of 
nersonal  income  data  in  the  tax  effort  factor. 
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The  lack  of  population  data  may  be  overco";e  by  mandating  the 
Department  of  Coiumunity  Affairs,  or  other  agency,  to  make  aiccurate 
counts  or  estimates  of  population  for  all  local  units  on  an  annual 
basis.   However,  because  of  the  heavy  dependence  on  ad  valorum 
taxes  by  Montana  local  governments,  it  is  not  desirable  to  use 
personal  income  as  a  tax  effort  factor,  since  personal  income  does 
not  reflect  either  local  tax  burden  or  the  ability  of  local  units 
to  raise  funds. 

a'  tax  effort  factor  for  use  in  Montana  should  be  tied  to  the 
property  tax.   Probably  the  most  accurate  and  easily  calculated 
v/ould  be  the  actual  tax  rate.   This  is  determined  by  dividing  tax 
collections  by  the  equalized  taxable  valuation.   This  factor  gives 
a  good  indication  of  hov;  much  fiscal  effort  is  being  expended  by 
a  local  government  in  supplying  services.   By  converting  the 
actual  tax  rate  to  an  index  relative  to  all  other  local  governments 
in  the  state,  a  suitable  correction  factor  is  available  to  adjust 
either  a  per  capita  or  tax  based  revenue  sharing  distribution. 

Impact  of  State  Aid  Systems 

Vvhile  a  state  revenue  sharing  program  may  offer  some  relief  to 
most  local  governments,  its  primary  impact  should  be  with  those 
units  who  are  having  difficulty  raising  the  funds  necessary  to  ■ 
maintain  a  suitable  level  of  services. 

Table  9  shows  possible  distributions  based  on  population,  point 
of  origin,  and  need.   In  addition,  there  are  the  1970  population 
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figures  and  1974  property  tax  collcchions  shown  for  coiuparison. 
The  total  of  $7,377,309  for  each  aid  distribution  represents 
ten  percent  of  the  1973  state  income  tax  collections.   These 
rjgures  were  chosen  to  show  comparisons  based  on  recent  figures. 
However,  it  is  estimated  that  the  $7,377,309  figure  v/ill  increase 
by  almost  70%  by  1978.   Increases  alm.ost  as  large  are  expected 
in  most  other  categories. 
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TABLE  9 
STATE  AID  DISTRIBUTIONS 


Government  Unit 


BEAVERHEx\D  CCUXTY 

Dillon 

Lima 
area  total 

BIG  HORN  COUNTY 

Hardin 

Lodge  Grass 
area  total 

BLAINE  COUNTY 

Chinook 

Harlem 
area  total 

broadV':ater  county 

Tov/nsend 
area  total 

CARBON  county 

Bearcreek 

Bridger 

Fromberg 

Joliet 

Red  Lodge 
area  total 

(Continued) 


1970 
Population 


1974  Taxes 


3,288 

4,548 

351 

8,187 

6,518 

2,733 

806 

10,057 

3,820 
1,813 
1,094 
6,727 

1,155 
1,371 
2,526 


3,712 

31 

717 

364 

412 

1,844 

7,030 


? 

$ 
$ 

$ 
$ 
$ 
$ 

$ 

$ 
$ 
$ 

$ 
$ 

$ 

$ 
$ 


$ 

$ 

s 


604,902 

139,895 

5,613 

750,410 

687,636 

156,689 

19,049 

863,374 

665,521 
77,801 
38,206 

781,528 

279,707 

51, 530 

331,237 

710,134 

1,554 

34,806 

14,740 

20,415 

105,060 

886,709 


Per  Capita 
Aid  Formula 


3  4,673 

47,953 

3,6  89 

86  ,  315 

69,347 

28,772 

8,853 

106,972 

40,575 
19,131 
11,804 
71,560 

12,541 
14,755 
27,296 

39,100 

7,377 

3,6  89 

4,426 

19,519 

74,511 


Point  of  Orig: 
Formula^ 


79,555 


71,803 


48,859 


23,079 


100,594 


F  e  ci "  r  '■^  1 

Formula 


$ 
$ 


14,524 

839 

8  4,586 

8  4,495 
9,46  3 
4,124 

98  ,082 

82,591 
6,200 
4,503 


$ 

9  3,294 

$ 

31,980 

'   s 

8,395 

i   5 

40,375 

$ 

95,100 

$ 

185 

$ 

5,529 

S 

803 

s 

1,773 

<; 

10.02  3 

S 

113,413 

Government  Unit 


CARTER  COUNTY 

Bkalaka 
area  total 

CASCADE  COUNTY 

Belt 

Cascade 

Great  Falls 

Neihart 
area  total 

CHOTEAU  COUNTY 
Big  Sandy 
Fort  Benton 
Goraldine 

area  total 

CUSTER  COUNTY 


::lies  City 
area  total 

DANIELS  COUNTY 
Flaxville 
Scobey 

area  total 

'Continued) 


TABLE  9  (Continued) 
STATE  AID  DISTRIBUTIONS 


1970 
Population 


1,293 

663 

1,956 

20,234 
656 
714 

60,091 
109 

81,804 

3  ,  4 1 3 
827 

1,863 
370 

6,473 

3,111 

40 

9,02  3 

12,174 

1,412 

185 

1,486 

3,083 


1974  Taxes 


$ 

$ 
S 

$  4 


$ 
S 
S 


$ 


570, 

22, 

59  3, 

906, 
25, 
26, 

,532, 
1, 

.493, 

851, 
28, 


797 
846 
643 

901 
332 

978 
360 
954 
525 

722 
119 


36,390 
916,231 


$  1,261,248 

$  34  8 

$  470,633 

$  1,732,229 


$ 
$ 
$ 
$ 


275,914 

6,206 

5  4,740 

335,860 


i   Per  Capita 
1   Aid  Formula 


$ 

$ 


$ 

$ 
$ 

s 
$ 


$ 
$ 
$ 


14,017 

7,377 

21,394 

214,630 
6,640 
7,377 

638,137 
1,475 

868,309 

36,149 
8,853 

19,919 
3,639 

6  8,610 


33,198 
738 


:9, 

14  ,  755 

2,213 

15,492 

32,460 


Point  of  Orici: 
Formula 


■  2, 


QO  ■ 


733,283 


;8  ,29: 


L',: 


C,  " 


$ 

1.669 

? 

31,232 

$ 

382,610 

9 

2,297 

$ 

3,321 

$ 

3-3,078 

$ 

413 

$ 

7  61,  ,-2  3 

6  7,003 

T 

2,921 

s 

s 

1,  G4t 

5 

/  c  ,  /  z!  J 

84,52 


;4,-  '^"0 

'85  9 
4  ..  7 ''  6 


TABLE  9  (Continued) 
STATE  AID  DISTRIBUTIONS 


Government  Unit 


DAWSON  COUNTY 

Glendive 

Richey 
area  total 

DEER  LODGE  COUNTY 

Anaconda 
area  total 

FALLON  COUNTY 

Baker 

Plevna 
area  total 

FERGUS  COUNTY 

Denton 

Grass  Range 

Lev.'istown 

Moore 

Winifred 
area  total 

FLATHEAD  COL"\TY 
Columbia  Falls 
Kalispell 
VJhitef  ish 

area  total 

(Continued)  . 


19  7  0 
Population 


4,845 

6,035 

389 

11,269 

5,881 

9,771 

15,652 

1,277 

2,584 

189 

4,050 


5,185 
398 
181 

6,4  37 
219 
190 
611 


12 


22,933 
2,652 

10,526 
3,349 

39,450 


1974  Taxes 


$  766,985 

$  358,513 

$  16,284 

$  1,141,782 

$  1,027,029 

$  462,821 

$  1,489,850 


697,902 

121,950 

7,131 

826,983 


$  1,088,298 

$  34,461 

$  3,091 

$  387,515 

$  4,874 

$  3,285 

$  1,521,524 


2,455,576 
143,954 
675,530 
2  6  0,699 

3,-   -^  —       —!     —      ^ 
,  D  o  D  ,  I  D  y 


Per  Capita 
Aid  Formula 


? 

$ 
$ 

$ 

$ 
S 

$ 

$ 
$ 
$ 
$ 

$ 

$ 
$ 

$ 
$ 

$ 

$ 
s 

$ 
$ 


51,641 

54,183 

4,426 

120,250 

61,969 
104,020 
165,989 

13,279 

27,296 

2,213 

42,788 

55,330 
4,426 
2,213 
68,609 
2,213 
2,213 
135,004 

2  4  3,451 
2  8,0  34 

112,135 
35,411 

419,031 


Point  of  Origin 
Formula 


130,629 


145,015 


47,694 


151,104 


419  0  39 


Fed 

eral  Tvor 

For 

-v,la 

^ 

s 

69,647 

$ 

26,671 

r 

1,676 

97,99  4 

$ 

141,734 

S 

8  0,678 

$ 

222,412 

$ 

5  5,16  7 

$ 

8,812 

$ 

755 

$ 

64,734 

$ 

115,985 

$ 

2,343 

$ 

268 

$ 

41,395 

567 

$ 

419 

$ 

160,977 

s 

281,469 

$ 

19,007 

"1- 

■;-  2  .  7  C  9 

^ 

29  ,9  51 

V 

39  3,14  6 

TABLE  9  (Continued) 
STATE  AID  DISTP-IBUTIONS 


^T^To  v"  p'^^^T*  f-   '"■n  ■)  - 


GALLATIN    COUNTY 
irolgrade 

BozGir.an. 
Majihattcin 
Three   Forks 
\-l.    Yellov/stone 
area   total 

GARFIELD  COUNTY 

Jordan 
.ari'U  to  La  J. 

GLACIER  COUNTY 

Browning 

Cut  Bank 
area  total 

GOLDEN  VALLEY  COUNTY 

Lavina 

Ryegate 
area  total 

GRANITE  COUNTY 

Drummond 

Philipsburg 
area  total 

(Continued) 


1970 
Pooulation 


9 

,768 

J_ 

307 

18 

670 

816 

1 

,188 

756 

3  2 

,505 

1 

,267 

529 

1 

,796 

5 

,079 

1 

,700 

4 

,004 

10 

,783 

501 

169 

261 

931 

1 

,115 

494 

1 

,128 

2 

,737 

Taxes 


$  1,554,283 
$     39,8  54 


$ 

$ 
$ 
$ 


$  939,772 
S  29,844 
$'  127,227 
$  1,096,843 


$ 
$ 
$ 
$ 

$ 
$ 
$ 
$ 


164,366 
4,253 
6,767 

175,386 

256,318 
18,278 
54,456 

329,052 


869,783  I 

52,400 

75,646 

2,591,966 

616,313 

7,9  55 

G  2  4  ,  2  G  B 


Per  Capita 
Aid  ForT.ul^ 


Point  of  Cric; 
Formula 


$ 

104,020 

s 

14,017 

$ 

198,450 

$ 

3,853 

$ 

12,541 

$ 

8,115 

$ 

345,996 

s 

13,279 

$ 

5  ,  Q  0  2 

$ 

19,181 

$ 

53,854 

s 

17,706 

$ 

42,778 

$ 

114,338 

^ 

5,164 

$ 

1,475 

$ 

2,9  51 

$ 

9,590 

$ 

11,804 

$ 

5,164 

$ 

11,804 

s 

28,772 

329,27! 


2  6,099 


78,14! 


13,238 


25,383 


2  30 


^ 

'i  ,  .:•--■ 

c 

3,753 

^ 

9  p  q  ,  2, '"  "; 

c 

2  7,^13 

f_' 

^  ,:^G 

2  9,■^'^-; 

88  ,446 

6,665 

10,094 

1 C  5  ,  2  C  5 


1    ■'        CO  A 
J-  -1  ,  o  ^  J 

36,837 
1,727 
5,207 

43,771 


TABLE  9  (Continued) 
STATE  AID  DISTRIBUTIONS 


Government  Unit 


1970 
Population 


19  7  4  T-axos 


Per  Capita 
Aid  Formula 


'oint  of  Origin 
^ormula 


P  e  CI  e  r  a  1  T  ',"^  ■ 
Pcrrula 


HILL  COUNTY 

Havre 

Hingham 
area  total 

JEFFERSON  COUNTY 

Boulder 

VJhitehall 
area  total 

JUDITH  BASIN  COUNTY 

Hob son 

Stanford 
area  total 

LAKE  COUNTY 

Poison 

Ron  an 

St.  Ignatius 
area  total 

J  LEWIS  &  CLARK  COUNTY 

\  ■      East  Helena 
i     Helena 

■;  area  total 

I 

j  LIBERTY  COUNTY 

j  Chester 

!  area  total 


6, 

538 

10, 

558 

262 

17, 

358 

2, 

861 

1, 

342 

1 

0  35 

5, 

2  38 

1, 

970 

192 

505 

2 

,  6b7 

9 

,7  09 

n 

^ 

,46  4 

1 

,347 

925 

14 

,  4  45 

8 

,900 

1 

,651 

22 

,730 

33 

,281 

- 

,4  23 

936 

2 

,359 

!   ■> 


fCo 


I-.  --  T  ^  7  -r  (O  ^  ; 


$ 

1,012 

293 

s 

661 

'697 

s 

2 

,615 

s 

1,676 

605 

$ 

391 

,694 

c 

52 

562 

$ 

13 

,924 

<; 

458 

180 

$ 

$ 

$ 
$ 
$ 
$ 


379,808 

8,399 

21,744 

409,951 

1,278,501 

14  5,8  40 

7  3,063 

2  0,64  4 

1,523,048 


$  2,417,561 

$  105,154 

$  1, 376,155 

$  3,898,87  0 


$ 

359,562 

s 

^2,603 

$ 

422,165 

$ 

$ 

$ 
$ 

s 

$ 
$ 

$ 


$ 
$ 
$ 
$ 
$ 


■5 

$ 


69,347 

112,135 

2,951 

184,433 

30,2  47 
14,017 
11,066 
55,330 

2  0,656 
2,213 
5,164 

28,033 

103  ,282 

25,821 

14,017 

9,591 

152,711 

9  4,430 

17,70  6 

241,238 

35  3,374 

14,755 

9,591 

2  '-t  ,  3  4  6 


220,40; 


4  5,427 


39,255 


99,450 


374,914 


■8,870 


9 


60^669 


r;  rt   o  <;  "1 
-  -  f  .'  '--  --' 

c  /  "-I  /  b 

3,760 

6  6,i:9 

38,808 

6  39 

3,131 

4  2  ;  6  2  8 

16  3  ,7~0 
17,451 


11 


t     ? 

3 

,420 

!     $ 

19  5 

,741 

155 

_  QT  7 

!   s 

.'  3  ^'  7 

! 

,54  3 

;     S 

2  7  ■' 

".  7 

;   !^ 

32 

,0-0 

i   s 

r- 

,6GG 

/  ,■  ?. 


TABLE  9  (Continued) 
STATE  AID  DISTRIBUTIONS 


Governnent  Unii 


LINCOLN  COUNTY 

Eureka 

Libby 

Rexford 

Troy 
area  total 

MADISON  COUNTY 

Ennis 

Sheridan 

Twin  Bridges 

\'ircjinia  City 
area  tota.l. 

xMcCONE  COUNTY 

Circle 
area  total 

MEAGHER  COUNTY 

White  Sulphur  Spgs. 
area  total 

MINERAL  COUNTY 

Alberton 

Superior 
area  total 


1970 

Population 


(Continued) 


12 

,293 

1 

,195 

3 

,286 

243 

1 

,046 

18 

,063 

3 

,115 

501 

636 

613 

149 

5 

,014 

1 

r911 

964 

2 

875 

922 

1. 

200 

2, 

122 

1, 

602 

353 

993 

2, 

958 

1974  Taxes 


$ 
$ 
$ 

$ 
$ 


$ 
$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 
S 
$ 

$ 
$ 
$ 
$ 


638,865 

34,893 

199,818 

21,546 
895,122 

558,663 

28,833 

29,823 

22,293 

9,217 

648,829 

504,225 
33,291 
537,516   I 

288,082   I 

36,244   j 

324,326   I 

I 

266,269  I 
14,9  79  ! 
41,519 

322,767 


Per  Capita 
Aia  Formula 


$ 

$ 
$ 

S 


s 
s 
s 
s 


$ 
s 


$ 
$ 


130,578 

12,541 

34,673 

2,213 

11,066 

191,071 

33,198 
5,164 
6,640 
6,640 
1 ,4  75 

53,117 

20,656 
10,328 

30,984 

9,591 
12,541 
22,132 

16,968 

3,689 

10,328 

30,985 


Point  of  O: 
Formula 


$    157,99- 


35,976 


31,488 


18,337 


33,3! 


$ 

67,111 

3 

4,564 

16,728 

J 

2,623 

S 

91,031 

s 

49,160 

3 

1,836 

c: 

1,586 

c 

3,13  6 

c 

538 

$ 

5  S  ;  3  G  6 

$ 

30,234 

s 

2,645 

s 

32,87Q 

$ 

29,045 

$ 

4,872 

$ 

33,317 

s 

2  6,0  59 

:5 

2,25S 

? 

5,608 

r 

33,525 

TABLE  9  (Continued) 
STATE  AID  DISTRIBUTIONS 


Governinent  Unit 

1970 
Population 

1974  Taxes 

Per 
Aid 

Capita 
Formula 

Point 

Forrcu 

of  Origin 

la 

7e 
Fo 

deral  T-.'Of 
rnuia 

MISSOULA  COUNTY  . 

Missoula 
area  total 

28,766 
29,497 

58,263 

$  2,696,495 
$  2,610,321 
$  5,306,816 

s 

305,421 
313,536 
618,957 

$ 

630,215 

$ 

$ 
$ 

258,245 
163,775 
422,020 

MUSSELSHELL  COUNTY 

Mel stone 

Roundup 
area  tOTial 

1,391 

227 

2,116 

3,374 

$    138,120 
$     10,507 
$     87,899 
$    436,526 

$ 
$ 
$ 
$ 

14,755 

2,213 

22,132 

39,100 

$ 

39,747 

S 

s 
s 

41,238 

1,992 

15,454 

5  9,634 

PARK  COUNTY 
Clyde  Park 
Livingston 

area  total 

4,134 

244 

6,883 

11,261 

$    645,618 
$      5,8  81 
$    427,285 
$  1,078,784 

$ 

s 
$ 

44,264 

2,951 

73,035 

120,250 

$ 

112,355 

s 

g  ]_  ^  ]_  r,  s 

729 

45,715 

137,550 

PETROLEUM  COUNTY 

Winnett 
area  total 

404 
271 
675 

$     57,218 
$      9,687 
$     66,905 

$ 

$ 
$ 

4,426 
2,951 
7,377 

$ 

9,398 

9,4^^0 

1,268 

10,758 

PHILLIPS  COUNTY 

Dodson 

Malta 

Saco 
area  total 

2,639 
196 

2,195 
356 

4,386 

$    606,249 
$      4,391 
$    125,239 
$            15,241 
$    751,120 

$ 
$ 

$ 
$ 

2  8,0  34 
2,213 

23,607 
3  ,  L.  8  9 

57,543 

$ 

58,619 

g 
$ 

1 

53,533 

"i   -^  ^  -7 

12  ,97  2 

2,346 

84,938 

(Continued) 

TABLE  9  (Continued) 


STATE  AID  DISTRIBUTIONS 


govern: 


Unit 


PONDERA    COUNTY 

Conrad 

Valier 
area  total 

POWDER  RIVER  COUNTY 
I     Broadus 
{   area  total 

I   POWELL  COUNTY 
i     Deer  Lodge 
i   area  total 


PRAIRIE  COUNTY 

Terry 
area  total 

RAVALLI  COUNTY 

Darby 

Hamilton 

Stevensville 
area  total 

RICHLAND    COLT>TTY 

Pair view 

S  idney 
area  total 

^Continued) 


1970 
Population 


1974 


±  a. .".  c:  :d 


3,190 
2,770 

651 
6,611 

2,06  3 

799 

2,862 


2 
4 
6 

354 
305 

660 

1 

882 

370 

,752 

0 
2 

,543 

538 

,499 

14,409 

4,338 

9  5  6 

4,543 

9,837 


$  907,659 

$  171,043 

$  40,457 

?  1,119,159 

$  701,354 

$  49,033 

$  750,387 

$  746,017  \ 

$  99,484  \ 

$  845,501  i 

! 

$  322,955  I 

$  50,351 

$  373,307 

$  9  30,42  0 

$  18,514 

$  8  9,556 

$  40,631 

$  1,079,131 

$  1,030,016 

$  17,800 

$  155,241 

$  1,203,057 


Per    Capita 
Aid    ForiTcUla 


$ 
$ 
S 
$ 

$ 
$ 
$ 


33,936 

29,509 

6,640 

70,085 

22,132 

8,853 

30,985 


$ 
$ 
$ 

25,083 
45,739 
70,822 

$ 
$ 
$ 

9,591 

9,591 

19,182 

$ 
$ 
$ 
$ 
$ 

112,135 

5,902 

26,558 

8,853 

153,448 

$ 
$ 

$ 

45,739 

10,328 

47,953 

104,020 

Point  of  Orig: 
Formulfi 


26,474 


61,735 


30,023 


120,507 


108,008 


r-  i^  r"  f^  ^^  P'^ 
7? r-.  y  Tn  7  1 


$ 
$ 
$ 

g 

5 
$ 
$ 


$ 
$ 
S 

$ 


1  -I 


41,51^ 

,i    "^  O  ■" 

—  ;■  Z,  ^  O 

^  -,  7  .'  f^ 


42  ,447 
11,051 

-^  '-    /  r  :-. 

24  ,431 

-;  f  —  / 

14  4,7  35 

-;  ,  b  ^  :3 

2  u  ,  i-  -  / 

6,33C 

17  5 , 4  4  1 

112 ,0^7 

6,300 

19,-24 


TABLE  9  (Continned) 
STATE  AID  DISTRIBUTIONS 


Government  Unit 

1970 

19  74  Taxes 

Per 

Capita 

Point  of  Origin 

Fede 

ral  Tvpf 

Population 

Aid 

Formula 

Formula 

Forr 

u  1  a 

ROOSEVELT  COUNTY 

4,112 

$ 

785,729 

$ 

43,526 

, : 

$ 

88,116 

Bainville 

217 

$ 

4,607 

$ 

2,213 

S 

n  o  -^ 
O  O  O 

Brockton 

401 

$ 

4,778 

S 

4,426 

$ 

442 

Culbertson 

821 

S 

27,117 

$ 

8,85  2 

s 

4  , 1  "j  5 

Fro  id 

330 

$ 

13,388 

S 

3,689 

s 

1,838 

Poplar 

1,339 

$ 

69,372 

$ 

14,755 

4,893 

VJolf  Point 

3,095 

$ 

155,326 

$ 

33,198 

$ 

13,832 

area  total 

10,365 

$  1 

,060, 317 

$ 

110,659 

$    103,645 

$ 

114,159 

ROSEBUD  COUNTY 

4,15  9 

$ 

960,723 

$ 

44,264 

s 

62,064 

Forsyth 

1,873 

$ 

95,447 

$ 

19,919 

\' 

6,060 

area  total 

6,032 

$  1 

,056,170 

$ 

64,183 

$     84,382 

$ 

6  8,12  4 

SANDERS  COUNTY 

4,028 

$ 

580,809 

$ 

42,788 

c 

81,157 

Hot  Springs 

664 

$ 

14,884 

$ 

7,377 

2 

2  ,  3  2  G 

Plains 

1,045 

$ 

49,990 

$ 

11,066 

? 

7,826 

Thompson  Falls 

1,356 

$ 

37,311 

S 

14,755 

S 

3,263 

area  total 

7,093 

V 

682,994 

$ 

75,986 

$     61,42  4 

$ 

94  ,572 

SHERIDAN  COUNTY 

2,565 

$ 

568,861 

$ 

27,296 

$ 

4  2,559 

Medicine  Lake 

393 

$ 

17,463 

S 

4,425 

$ 

2,766 

Outlook 

153 

s 

2,406 

$ 

1,4  75 

$ 

338 

PlentyA'ood 

2,381 

$ 

111,936 

f^ 

25,0  83 

$ 

7,621 

VJestby 

287 

$ 

13,750 

$ 

2,951 

g 

1,H^^4 

area  total 

5,779 

s 

714,416 

S 

61,231 

S     87,247 

c 

55,073 

(Continued) 
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:A311":  9  (Continued) 
v~E  AID  DISTRIBUTIONS 


Government  Unit 

— . — — . _^ 

197Q 

■*    o 

74  Taxes 

Per 

Capita 



Point  of  Or lain 

,     1'"  -^ 

deral  Type 

Population 

Aid 

Formula 

Formula 

Fo 

rmula 

SILVER  BOW  COUNTY 

17,516 

$ 

3,818,911 

$ 

185,908 

S 

373,459 

Butte 

23,368 



$ 

248,615 

!   $ 

113,975 

Wdilkerville 

1,097 

c: 

14,668 

$ 

11,804 

$ 

4,212 

area  total 

41,981 

s 

3,333,579 

S 

4  4  6,327 

S    4  5  8,428 

$ 

4  9  7,646 

S  T I LLW ATE  R  C  0  U^^  T Y 

3,4  59 

379,455 

$ 

36,387 

$ 

51,G50 

Columbus 

1,173 

s 

64,051 

$ 

12,541 

$ 

7,104 

area  total 

4,632 

s 

44  3,506 

$ 

49,428 

$     48,544 

$ 

53,754 

SV/EET  GRASS  COUNTY 

1,388 

$ 

389,982 

$ 

14,755 

$ 

34,304 

Big  T iir.be r 

1,592 

:3 

60,270 

$ 

16,968 

S 

7,2  49 

area  total 

2,980 

S 

450,252 

$ 

31,723 

??     23,286 

i   ? 

41,553 

TETON  COUNTY 

3,477 

S 

792,341 

$ 

36,887 

76,491 

Choteau 

1,586 

$ 

68,982 

$ 

16,968 

$ 

5,269 

Dutton 

415 

S 

24,969 

s 

4,426 

$ 

1,564 

Fairfield 

63  8 

c 

44,577 

5 

6,6  40 

5 

5,261 

area  total 

6,116 

-■> 

930,869 

$ 

64,921 

$     82,977 

j 

88,585 

TOOLE  COUNTY 

1,874 

c 

1,005,227 

$ 

19,919 

$ 

80,916 

Kevin 

250 

■t; 

24,050 

$ 

2,951 

^ 

? 

6  82 

Shelby 

3,111 

$ 

115,646 

S 

33,198 

$ 

11,059 

Sunburst 

604 

C; 

22,079 

$ 

6,640 

$ 

1,332 

area  total 

5,839 

s 

1,167,002 

$ 

62,708 

$     74,319 

$ 

9  3,9  89 

(Continued) 

TABLE    9     (Continued) 
STATE    AID    DISTRIBUTIONS 


Govoriimont    Unit 


TREASURE  COUNTY 

Hyshain 
area  total 

VALLEY  COUNTY 

Glasgow 

Nashua 

Opheim 
area  total 

VrHEATLAND  COUNTY 

Harlov7tOR 

Judith  Gap 
area  total 

WIBAUX  COUNTY 

V'lbaux 
area  total 

YELLOWSTONE  COUNTY 

Billings 

Broadviev; 

Laurel 
area  total 

GR/'.ND  TOTAL 


1970 
Population 


696 
373 

1,069 

5,952 

4,700 

513 

306 

11,471 


1,275 

160 

2,529 

801 

6  64 

1,465 

20,934 

61,851 

123 

4,459 

87,367 

694,409 


19  74  Taxes 


$ 
$ 
$ 

$ 
$ 
? 
$ 
$ 

$ 
$ 

$ 
$ 

$ 


$ 
$ 
$ 
$ 
$ 


97,576 

33,687 

131,263 

922,447 

339,623 

20,095 

10,929 

1,293,094 

298,800 

58,743 

1,946 

359,489 

4  31,894 

30,019 

4  61,913 


4,369,573 

4,842,822 

7',  12  8 

294,778 

9,514, 301 


Per  Capita 
Aid  Formula 


$75,246, 396 


? 
$ 

S 

$ 
S 
$ 


$ 

s 
s 

s 
s 

$ 
$ 

$ 


/  , 


7,377 

3,687 

11,064 

63,445 

50,166 

5,164 

2,951 

121,72  6 

20,328 

14, 755 

1,475 

36,558 

8,853 

7,377 

16,230 

222,057 

657,318 

1,475 

4  7,215 

9  2  8,065 

387,301 


Point  of  Origin 
Formula 


I   Fedor.Tl 
1   Formula 


16,384 


138,299 


27,166 


15,389 


S  1,063,742 
S  7,377,308 


11,491 

Z)  f   O  J  X 

14,822 

118,336 

32,576 

2,-36 

1 ,  ,3  G 1 

154,809 

32,719 
7,271 

'7  O  O 

40,423 

21,577 
1,C39 


4  0  6,406 

409,253 

674 

2  5,4  38 

841,771 

,377,029 


■  CATICGORIXAL  GR/vNTS 

Grants;  ia  diid  for  specific  purposes  offer  ;jn  opporl. unity  for 
state  assistance  that  may  be  of  a  highly  equalizing  nature.   VJith 
careful  selection  of  recipients,  the  state  could  greatly  assist 
those  local  governments  that  are  unable  to  supply  an  adequate  level 
of  services  or  encounter  special  problems. 

While  it  is  possible  to  have  an  equalizing  effect  with  specific 
grants,  this  is  frequently  not  the  result.   There  are  several  najor 
problems  encountered  in  programs  using  categorical  grants.   The 
m.ain  difficulty  lies  in  the  "one  tim.e"  nature  and  lack  of  continuity 
comm.on  with  these  grants.   In  some  cases  there  is  a  lack  of  planning 
for  local  assumption  of  prograim  costs  v/hen  funding  from  the  higher 
level  government  is  discontinued.   These  factors  coupled  with  the 
sensitivity  to  policy  changes  that  affect  categorical  grants,  make 
their  use  as  a  form  of  state  aid  less  than  desirable. 

There  is  one  facet  of  categorical  grants  that  is  worth  investigating. 
That  is  there  use  in  setting  up  demonstration  and  experimental  pro- 
jects.  One  example  of  this  type  program  might  be  a  cooperative 
data  processing  project,  where  set  up  costs  might  be  great,  but 
ongoing  expenses  could  be  easily  borne  by  the  governments  involved. 

The  impact  of  any  program  based  on  categorical  grants  is  difficult, 
if  not  impossible,  to  determine.   However,  such  a  program  may  be 
useful  in  some  instances. 
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STATE  ASSUMPTION  OE'  SERirrCES 

There  arc  two  areas  that  are  primarily  state  functions  hat    currently 
funded  by  counties  in  Montana.   Economic  assistance  and  the  courts 
are  both  areas  in  which  the  counties  act  as  agents  of  the  strife  but 
must  bear  the  greatest  portion  of  the  cosLs. 

I-]conomic  Assistance 

One  strategy  for  ensuring  a  more  uniform  delivery  of  certain  human 
services,  while  equalizing  the  financial  responsibility  for  these 
services,  would  be  for  the  state  to  assume  all  administrative  and/ 
or  financial  responsibility  for  economic  assistance  programs  at  the 
county  level.   Economic  assistance  program.s  include:   Aid-to-Familics 
with  Dependent  Children,  Medical  Assistance,  Non-Resident  General 
Assistance,  Homemaker  Services,  Foster  Care  and  Food  Stamps. 

Presently,  county  governments  and  the  state  are  intertv/ined  in 
complex  patterns  of  program  regulations  and  financial  matching 
requirements  in  the  provision  of  economic  assistance  programs. 
County  welfare  departments  are  legally  required  to  administer 
these  programs  in  accord  with  state  and  federal  regulations;  many 
argue  that  this  situation  leaves  counties  with  real  authority 
in  but  one  area:   the  reviev;  of  eligibility  determinations. 

Each  program  has  mandated  funding  formulas  v;ith  the  county,  state 
and  federal  levels  sharing  program  costs  in  varying  percentages. 
These  complicated  funding  mechanisms  require  a  monthly  determination 
of  the  portion  of  the  total  program  costs  to  be  borne  by  each  level 
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of  cjovernraent .   The  cciunty  and  sLate  share  50-50  in  peiying  cmploYee 
sd.l,:iri.os ,  benefits  c-mcl  travel  costs.   Prosf^ntly,  lioth  the  counLy 
commissioners  and  the  De^partment  of  Social  and  R';ihdbiIitation 
Services  are  involved  in  the  employment  of  personnel,  resultincj 
in  ambiguous  lines  of  authority  and  responsibility  for  welfare 
department  employees. 

It  is  common  knowledge  that  Montana's  welfare  recipients  tend  to 
converge  in  counties  v;ith  larger  cities  where  assistance  services 
are  better  in  both  quality  and  quantity.   This  convergence 
tendency  has  created  an  unequal  distribution  of  the  funding 
rcsponsiblity  of  economic  assistance  programs.   Property  owners 
in  counties  with  larger  cities  offering  more  services  are  taxed 
at  a  higher  rate  than  their  counterparts  in  adjacent,  less 
populous  counties  (presumably  with  fewer  welfare  recipients) ,  in 
order  to  pay  for  the  increased  number  of  welfare  recipients 
residing  in  their  county. 

An  alternative  to  assure  a  more  uniform  and  equitable  provision 
and  finamcing  of  economic  assistance  programs  is  for  the  state 
to  assume  all  administrative  and  financial  responsibility. 
Monthly  calculations  of  county  and  state  program  costs  would  no 
longer  be  required,  thereby  eliminating  a  considerable  amount  of 
bookkeeping  and  the  opportunity  for  error.   Financing  of  economic 
assistance  programs  would  be  accomplished  by  a  legislative 
appropriation.   Economic  assistance  programs  v'ould  be  financed  by 
the  incom.e  tax,  on  an  equalized  per  capita  cost  so  that  no  one 
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county  would  be  overburdened.   Eligibility  determination  v/ould  be 
more  uniCorm  throughout  the  state  because  the  equalization  o£  the 
tinancing  of  program  costs  v/ould  eliminate  the  practice  of  some 
counties  saving  money  by  sending  applicants  to  other  counties  for 
assistance.   All  county  employees  v/ould  be  employed  by  and 
directly  responsible  to  the  state,  and  lines  of  authority  would 
be  clarified  and  the  determinations  of  eligibility  v/ould  be  more 
uniform. 

Another  alternative  v/ould  be  for  the  state  to  assume  financial 
responsibility  for  economic  assistance  programs  and  for  the  county 
to  retain  administrative  responsibility  for  those  programs.   Under 
such  an  arrangement,  the  county  would  still  review  the  eligibility 
of  welfare  applicants.   This  function  could  be  performed  by  a 
Board  of  Public  Welfare  comprised  of  the  county  commissioners 
themselves  or  by  a  board  appointed  by  the  commissioners.   It  must 
be  recognized,  however,  that  county  commissioners  currently  have 
little  administrative  control  or  policy-making  discretion  beyond 
guaranteeing  that  welfare  activities  are  in  compliance  with  state 
and  federal  rules. 

The  impact  of  state  assumption  of  these  assistance  programs  v/ould 
be  considerable,  particularly  in  the  larger  counties  where  costs 
are  greatest.   In  1974  county  governments  spent  well  over  seven 
million  dollars  in  direct  expenses  in  addition  to  certain  adminis- 
trative costs  not  listed  under  assistance  programs.   This  step 
represents  the  single  greatest  aid  to  local  county  fiscal 
problems  that  is  available  today. 
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1) i  s  t r  i, c: t  >; i n d  __Ju sj;_l c o_  C f ) u  f^ t  s 

'i'here  iiro  two  level. s  of  courts  that  are;;  financed  for  the  most  pa  ft 
locally.   These  aro  the  district  courts  where  the  judges  arc  paid 
by  the  .state  but  all  other  costs  are  borne  locally,  and  the 
justice  courts  v/hich  are  funded  corapletely  from  local  sources. 

An  alternative  to  having  district  courts  funded  by  county  taxpayers 
in  the  judicial  district  would  be  for  the  state  to  assume  the 
financial  responsibility  for  those  courts.   The  state  legislature 
v/ould  then  appropriate  monies  directly  to  the  counties  or  perhaps 
to  the  Supreme  Court  for  its  dissemination  to  the  judicial  districts 
Such  funding  V70uld  provide  for  a  more  equitable  tax  burden  for  the 
administration  of  justice  and  each  person  vzould  be  assured  of  a 
greater  opportunity  for  access  to  a  uniformly  funded  court. 

By  funding  district  courts,  the  state  would  be  directly  responsible 
for  the  financial  impact  of  its  decisions,  releasing  local  tax 
revenues  for  local  rather  than  state  concerns.   The  state  funding 
would  avert  the  financial  disaster  of  a  major  criminal  trial  on 
one  small  county. 

The  effects  of  a  state  assumption  of  funding,  while  not  as  great 
as  for  economic  assistance  are  still  considerable.   In  fiscal 
year  19  74  the  total  amount  spent  by  counties  was  $2,188,535.   This 
amounted  to  an  average  per  capita  expense  of  $3.00  -  the  highest 
per  capita  expense  was  in  Judicial  District  14  amounting  to  $6.61, 
and  the  lowest  was  in  District  4  amounting  to  $2.05. 
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x..Pac,:  o„  court  operation.   z„  a.clt.on,  there  are  the  pro.Xeo. 
o.<:  expenses  nund.tod  b,  le.isletlon  ana  special  trial..   state 
co.w...tt.ent  laws  ana  constitutional  .ec.sions  require  court 
appointed  attorneys.   The  payment  of  these  attorneys  and  th. 
payment  ot  witness  fees  and  expenses  xn  a  co™„it„,ent  trial  or 
large  criminal  trial  can  be  an  overwhelming  expense  for  s.all 
counties,  with  a  devastating  impact  on  their  budgets,   ^s  a 
result  ot  requiring  the  county  to  finance  the  administration  of 
state  law,  individual  property  taxpayers  face  an  unequal  tax 
burden,  the  courts  operations  are  not  uniform  throughout  the 

state,  and  individual  counties  are  faced  with  i, 

lit.  lacea  with  large  financial 

burdens  on  occasions. 

Justice  courts  are  Montana's  primary  non-record  court.   Each 
county  has  at  least  one  Justice  court  presided  over  by  a  justice 
Of  the  peace.   Justice  courts  administer  laws  defining  .isde.eanors 
and  most  civil  actions  involving  less  than  Sl,,oo.   m  both  cases 
an  appeal  from  a  Justice  court  involves  a  new  trial  in  th= 
district  court.   Justice  courts  are  also  the  source  of  magistrates 
"ho  issue  search  warrants  and  arrest  warrants  and  conduct  initial 
appearances  for  persons  arrested  for  misdemeanors  or  felonies. 

An  alternative  to  having  the  Justice  courts  funded  by  the  county 

taxpayers  would,  be  for  thp  c-t--,i-„  +-^ 

'-'^  j-wx.  Liifc.  srace  to  assume  i-h<=-    -Fi  r^-^-^^-i -.1 

ci^^.Tuiifci  tne  rinancial  responsi- 
bility to  those  courts.   The  leai  si  3^,i>-o  ,  r.    1  ^    .  ^ 

legislature  would  then  make  an 

appropriation  directly  to  the  county  or  perhaps  to  the  Supreme 
court  for  Its  dissemination  to  Judicial  Districts  and  from  there 

4  8 


"— d.  .„  ,„„„,„.,.^^^  ^^^^,_^.,  ^.^^^^^  -tauc  ana  „oul< 

-■tions.   «„.,,  ,„„  .._^,       .  ■      ""■  ■■"-'l-'i--.t-ion  of  „,!„,„  ,,,,,, 

Jiuasdiotioaal  li„,it  for  oivil  •  .■ 
ra:,..od  to  51,500  fo.  -ju^ticn  "   °""  ™" 

°-  justice  courts,  thoro  now  evi.t, 
lural  areas  for  ,-n„-n=   ■  ovists  a  court  in 

-i-ne-Pensive,  local  redres-  of   •  • 

in  °-er  to  .0  effeet^e,  tH.  court  "   '""'■"-^■-  ^"^' 

/  t-xit;  court  ninqf  Kn  -p  ■ 

^o  hanau,  such  cases.   ^e  fact  t.  ^-»-'^"y  equipped 

■"-  -^e  appealed  to  district  '""'™'  "  ^"^"^"^  =°"--' 

uii.trrot  courts  and  th-  role  of  t,   • 

-""  -  '-  =-™inal  ,ustrce  s.ste™  require  "'""'^ 

i^  ''^^  ^"....d  as  adcquatel,  and  unifo   1        =°"=^^^--'"-  ^^- 

■^  ^^Ja  uniformly  a.s   d^c^>-■;^^ 

-^  ^-  aistrxct  courts. 

'    °'  '""  ^""--  °^   the  peace  and  all  the 
coort  are  assumed  by  the  expenses  of  the 

"^"""'^  "  "W^h  they  preside    t    , 
torrng  state  law  there  are  Preside.   m  admlnis- 

®  are  some  circumstances  i„  „h  ■  ,, 
receives  a  portion  of  the  fin   f  '  "°"" 

-  the  frne  for  court  operation. 

''he  per  caprta  expenditure  for  justice  courts  ■    • 

-  --^.ct  courts  .ut  there  is  an  even   I    ^d^^"""^  ^^  ^^^ 

-"--.   ^.e  problems  arisin,  from  thi     tir^""^"^-^'  "'"-" 
ability  Of  the  In.f  situation  reduce  the 

the  justice  court  to  serve  a-  a  1„ 
dtstrict  court    Th  '^''^^1  °''  the 

■   *<=  "--Whelming  percentage  of  felo 
--rants,  arrest  warrants  and  initial  a 
justice  courts  -PPearances  are  handled  by 
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IKCRKx\SED  S'L'ATE  FUNDING  OF  EDUCATION 

If  the  state  were  to  increase  its  r.hare  of  the  school  foundation 
program  it  v/ould  effect  a  form  of  property  tax  relief,  since  over 
sixty  per  cent  of  this  tax  now  goes  for  education.   While  this 
might  be  popular  with  taxpayers  it  would  have  little  equali'/ing 
effect  on  local  governinent  fiscal  problems  in  general. 

The  A.C.I.R.  position  at  the  present  tim.e  is  that  the  state 
should  assume  the  entire  cost  of  education.   However,  it  is  recog- 
nized that  v/hile  this  may  be  a  desirable  goal  it  represents  such  a 
radical  change  that  to  implement  it  all  at  once  would  cause  much 
disruption  in  current  taxation  patterns. 

The  impact  resulting  from  an  increase  in  state  support  for  the 
school  foundation  program  would  be  felt  in  one  of  tv;o  ways.   The 
first  would  be  a  direct  reduction  in  property  taxes,  and  the 
second  would  be  a  shift  of  property  tax  revenue  from  schools  to 
local  governments.   The  second  would  require  a  change  in  the  laws 
for  both  school  and  the  general  government  levies. 

Assuming  ten  per  cent  of  the  state  income  tax  v/ere  applied  to  the 
foundation  program,  a  reduction  of  over  seventeen  per  cent  or 
about  seven  mills  could  be  expected.   This  could  then  be  passed 
on  to  the  taxpayer  or  applied  to  an  all  purpose  levy. 
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?HOPIvR'^?Y  TAX  )U'[,TI;F 

Undc'r  l.li'-!  Ijroad  li'-iadiny  of  prouerty  tax  rt'li.ci'  thoro  arc?  nev(-ir.il 
possi-blu  pf-cigrams  tliat  could  he    applied.'  Increar-.'-id  school  funding 
has'  already  been  discusse.d,  additionally  there  are  programs  tdiat 
are  intended  to  equalize  individual  tax  burden,  such  as  used  in 
Wisconsin,  and  prograius  to  reduce  cveryones  liability  by  a  fixed 
Qinount,  such  as  recenLly  suggested  for  Montana. 

The  system  used  in  Wisconsin  has  a  strong  equalizing  effect. 
Local  governments  are  permitted  to  tax  at  as  high  a    leve^l  as 
necessary  to  supply  the  desired  services.   However,  if  an 
individual's  tax  liability  exceeds  seventeen  mills  of  the  state 
equalized  true  market  value,  the  difference  is  rebated  to  the 
individual  directly  by  the  state.   There  are  several  veiriations 
;)OSsible  under  a  system  like  this.   The  local  unit  could  tax  at 
a  fixed  low  rate  and  bill  the  state  for  the  difference  or  the 
state  could  give  an    income  tax  credit  for  all  taxes  above;  the 
cut  off  point.   This  form  of  tax  relief  is  the  same  as  the 
"circuit  breaker"  programs  used  in  most  states  for  the  elderly, 
however,  it  has  been  expanded  to  apply  to  almost  all  taxpayers. 

Another  type  of  property  tax  relief  has  been  suggested  for  Montana 
This  would  have  little,  if  any,  equalizing  effect  on  local  govern- 
ments.  However,  it  v/ould  increase  the  amount  of  progressiveness 
in  the  property  tax.   This  would  be  accomplished  bv  exemptincf,  for 
example,  the  first  five  thousand  dollars  of  appraised  value  on  a 
property.   In  this  case  a  person  v.-hose  property  has  an  appraised 


valuation  of  $5,00  0  would  pay  no  tax  and  a  pert: son  whose.^  proi>erty 
has  an  appraised  value  of  $100,000  would  pay  95  6  of  his  tax 
assessment.   As  with  the  Wisconsin  type  sy:.terii,  a  program  like 
this  could  have  the  local  governments  bill  Idie  state  for  lost 
revenue,  the  state  could  make  direct-,  rebaLes  to  taxpayers  or  it 
could  give  income  tax  credits. 

If  these  two  concepts  were  combined,  the  resulting  tax  could 

be  both  equalizing  and  progressive.   It  would  not,  however,  have 

a  factor  reflecting  ability  to  pay  nor  would  it  be  elastic. 
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CONCLIIfMONS 

;n;,  apjTiears  Lhat  therro  arc  five  po:.; Liible  apuroacVics  open  to  the 
state  of:  Mont-.ana  for  increasing  the  amount  or  fairness  of  local 
government  revenues : 

(1)  Encourage  local  governments  to  use,  v/henever  possible, 
service  charges  instead  of  general  taxes.   Additionally,  local 
units  should  be  encouraged  to  set  up  taxing  and  service  districts. 

(2)  Authorize  local  option  taxes,  such  as  income  taxes,  and 
selective  excise  taxes.   These  should,  of  course,  include  oroper 
safeguards . 

(3)  Assume  responsibility  for  economic  assistance  and 
district  courts.   With  the  possibility  of  also  assuming  responsi- 
bility for  justice  courts. 

(4)  Initiate  an  equalizing  state  aid,  or  revenue  sharing 
program. 

(5)  Improve  the  equitability  and/or  progressiveness  of  the 
local  property  tax. 

It  seems  reasonable  to  assume  that  in  order  to  maintain  a  balanced 
mix  of  revenue  sources  several  of  these  options  should  be  implemented 
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